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INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT

APPENDIX I
COUNTRY DATA
ARMENIA

Land area (km’ thousand) 2001 1/ 28  GNI per capita (USD) 2001 1/ 570
Total population (million) 2001 1/ 3.81 GDP per capita growth (annual %) 2000 1/ 9.4
Population density (people per km?) 2001 1/ 135 Inflation, consumer prices (annual %) 2001 1/ 3.1
Local currency Armenian Dram (AMD) _Exchange rate: USD 1= AMD 586
Social Indicators Economic Indicators
Population (average annual population growth rate) -1 GDP (USD million) 2001 1/ 2118
1995-2001 1/ Average annual rate of growth of GDP 1/
Crude birth rate (per thousand people) 2001 1/ 11 1981-1991 n.a.
Crude death rate (per thousand people) 2001 1/ 7 1991-2001 1.6
Infant mortality rate (per thousand live births) 2001 1/ 31
Life expectancy at birth (years) 2000 1/ 74 Sectoral distribution of GDP 2001 1/

% agriculture 28
Number of rural poor (million) (approximate) 1/ n/a % industry 34
Poor as % of total rural population 1/ n/a % manufacturing 22
Total labour force (million) 2001 1/ 1.93 % services 38
Female labour force as % of total 2001 1/ 49

Consumption 2001 1/
Education General government final consumption expenditure (as 11
School enrolment, primary (% gross) 2001 1/ 78 a/ % of GDP)
Adult illiteracy rate (% age 15 and above) 2001 1/ 2 Household final consumption expenditure, etc. (as % of 91

GDP)
Nutrition Gross domestic savings (as % of GDP) -2
Daily calorie supply per capita, 1997 3/ 2371
Malnutrition prevalence, height for age (% of children 13a/ Balance of Payments (USD million)
under 5) 2001 1/ Merchandise exports 2001 1/ 340
Malnutrition prevalence, weight for age (% of children 3a/ Merchandise imports 2001 1/ 870
under 5) 2001 1/ Balance of merchandise trade -530
Health Current account balances (USD million)
Health expenditure, total (as % of GDP) 2001 1/ 8a/ before official transfers 2001 1/ -402
Physicians (per thousand people) 2001 1/ n/a after official transfers 2001 1/ -201
Population using improved water sources (%) 2000 4/ n/a  Foreign direct investment, net 2001 1/ 221 a/
Population with access to essential drugs (%)1999 4/ 0-49
Population using adequate sanitation facilities (%) 2000 n/a  Government Finance
4/ Overall budget deficit (including grants) (as % of GDP) n/a

2001 1/
Agriculture and Food Total expenditure (% of GDP) 2001 1/ n/a
Food imports (% of merchandise imports) 2000 1/ 25  Total external debt (USD million) 2000 1/ 1001
Fertilizer consumption (hundreds of grams per ha of 141  Present value of debt (as % of GNI) 2000 1/ 30
arable land) 2000 1/ Total debt service (% of exports of goods and services) 8
Food production index (1989-91=100) 2001 1/ 71 20001/
Cereal yield (kg per ha) 2001 1/ 1859

Lending interest rate (%) 2001 1/ 27
Land Use Deposit interest rate (%) 2001 1/ 15
Arable land as % of land area 2000 1/ 18
Forest area as % of total land area 2000 1/ 12
Irrigated land as % of cropland 2000 1/ 51

a/ Data are for years or periods other than those specified.

1/ World Bank, World Development Indicators CD ROM 2003
2/ UNDP, Human Development Report, 2000
3/ UNDP, Human Development Report, 2002



LOGICAL FRAMEWORK

Narrative Summary

Verifiable Indicators

Means of Verification

Assumptions/Risks

Goal: Improve living conditions of the poor rural
population, most notably in the mountainous areas
of Armenia

Rate of outmigration decreased
Number of very poor rural households decreased
Reduction in rural unemployment rate

e  Baseline and repeater surveys

e  Evaluation studies

e  National poverty profile
studies

e  National and marz statistical
reports

e  Political stability and Government
commitment to pro-poor
macroeconomic and marketing support
in the rural economy

e Adoption of PRSP and ASP strategies
by Government and donors

Objective

e Incomes increased and food security improved
for the targeted poor households through
provision of basic services, application of the
VICSA approach and support for strengthening
the legal and institutional framework for
agricultural production

Financial parameters: increase in income,
numbers/types loans, repayment rates

Technical changes: increase in production and
productivity, volume and proportion marketed,
number of market outlets

Numbers of organizations and membership
(disaggregated by gender and socio-economic status
women), legal status, financial status

e  Baseline survey, annual
updates

e  Evaluation studies

e  Participatory impact

assessments

e National and marz statistical
reports

e Ministry of Agriculture
reports.

e  Bank reports
e PCU and beneficiary records

e No abrupt changes in the
macroeconomic policy environment.

e  Establishment of appropriate policy,
legal, regulatory and institutional
environments

e Increased income used to reduce
effects of poverty at the household
level.

e  Output prices remain sufficiently
attractive

Outputs

1.

Quality, locally produced seed made available to
farmers

Locally produced certified seed as percentage of
total seed purchases

Producer records
Beneficiary monitoring

No abnormal meteorological occurrences.
Government commitment to facilitating

of water delivery to plots
Crop yields/ha improved
Water conservation/efficiency

PCU reports production environment
2. Small-scale schemes constructed or rehabilitated Percentage of operation and maintenance costs met | WUCC records Availability of appropriate technology
to modern and efficient standards and managed by WUAS or village councils FWUCC records Reorganization of OME completed.
and maintained by WUAs or Village Councils. Payment of water delivery charges Beneficiary monitoring No government interference in the
Amount, proportion of requirement, and timeliness | PCU reports collection or use of water charges.

Legal status of WUCCs/FWUCC:s clarified.
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Narrative Summary Verifiable Indicators Means of Verification Assumptions/Risks
Outputs
3. Use of appropriate machinery under leasing e  Crop yields improved Lessor and lessee records Capacity and willingness of ACBA leasing
arrangements leading to increased e  Soil conservation Beneficiary monitoring to provide appropriate affordable
production/productivity e Volume, type, costs of leasing PCU reports equipment
Emergence of alternative, competitive
lessors
¥. Producer credit made available to farmers, e Number and value of loans made, disaggregated by | ACBA, service provider records Linkage with Armenian Microfinance
entrepreneurs through ACBA village gender PCU reports Network
associations, Aniv Foundation, and other service e  Arrears remain under 5% Connection of finance provision and
providers in all marzes marketing
5. Social infrastructure, including feeder roads in e  Types, costs of upgrade and maintenance record Service provider records
poor villages, upgraded and maintained by the Beneficiary monitoring
communities.
6. Linkage of beneficiaries to sources of technical e  Contracts between beneficiary producers and Purchaser/information service Sufficient domestic/export demand
and marketing information purchasers/information service providers provider records Supportive  business environment for
Beneficiary monitoring purchasing individuals/companies
PCU (extension/marketing
sub-unit) records
7. Effective agricultural policy formulation, e  Staffing, roles and responsibilities Ministry Unit records Government commitment
regulation and coordination of support in e  Policy statements Development agency records
Ministry of Agriculture e Regulations and their enforcement PCU records
e Partnerships Beneficiary monitoring, especially
quality of inputs and terms of
leasing and marketing contracts
8. Project interventions effectively managed by e Activities completed compared to annual Beneficiary interviews Government does not micro-manage PCU

PCU.

programme of world and budget (APW&B)
Disbursement rate in line with appraisal targets
Timely progress reporting

Contracts
APW&B, progress reports, IFAD

activities.
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STRENGTHS, WEAKNESSES, OPPORTUNITIES AND THREATS (SWOT) ANALYSIS

Strengths

Weaknesses

Opportunities

Threats

Overall

Well-educated agricultural and rural
labour force

Extensive experience in, and
advantageous agro-ecology for,
horticulture

Deteriorated but compared to many
countries still viable basic
agricultural and rural infrastructure
and communication

NGOs

Wide range of experienced national
and international NGOs

High level of competence among
most NGO staff

Often good NGO
connections/experience with
practical field conditions

Overall

Underdeveloped legal, regulatory and
policy framework for effective
transition to a profitable market
economy

Fragmentation of the agricultural base
through the land reform/privatization
process into many sub-economic
holdings

High inequality of distribution of
benefits from the emerging economic
recovery

Lack of commercially viable
technical, financial, managerial and
informational support services
appropriate to sustainable market-
oriented rural/agricultural sector
growth, evidenced particularly
subsistence orientation, lack of
working capital and low productivity
Absence of an rural MSME sector

NGOs

Indifferent cooperation among NGOs
Limited coverage of any given NGO
in terms of activities and physical
location

Legal issues over financing and
operation of NGOs that do not register
locally

Overall

Economic rationalization of
landholdings through diversification
of the rural economy
Modernization of competitive, good-
quality seed and seedling supply
Irrigation (especially small-scale)
Off-farm SME development,
especially agro-processing and
services

Information and education/training
networks in support of agricultural
and rural development, reflected in
development of producer/purchaser
links in support of agricultural/rural
sector growth

Development of internal and
external markets for primary and
secondary agricultural products
Improved banking and financial
systems with respect to market-
oriented agricultural and rural
development

NGOs

Further development of linkages
with operations supported by NGOs

Overall

e Risks of inadequate regulation
discouraging private investment

e Loss of qualified people through
emigration

e Limited agricultural resource
base subject to often extreme and
variable weather conditions

NGOs

NGOs supported by other external
partners may not be perceived by
Government as eligible for loan
resources
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Strengths

Weaknesses

Opportunities

Threats

Ministry of Food and Agriculture
e Some knowledge about the rural

situation and the technical potential

of different agricultural zones

Extension

o Emerging trends of producer-
processor linkages for extension
activities

Ministry of Food and Agriculture

Subject to frequent reorganization,
reflecting political manoeuvring
Internally incoherent with many
technical departments, which are
underfunded, inadequately staffed and
ill-equipped, e.g. very limited
communications, information
technology capability

Separated in responsibility from key
agricultural functions, e.g. irrigation
Rural development does not have a
lead ministry

Dependent upon supplementary
donor-funded assistance to maintain
even a minimum capacity for policy,
regulation and coordination of
agricultural development

Extension

Institutionally complicated,
technically weak and under-resourced
extension capability

Lack of knowledge about local agro-
ecologies

Patchy farmer technical knowledge

Ministry of Food and Agriculture

Stripping out of ineffective technical
departments and strengthening of
policy, regulatory and coordination
capability, i.e. relinquishing
implementing functions and
reorientation to advisory and
supervisory/monitoring role

Extension

Packaging of technical support to
farmers with private sector
processing/marketing buyers

Ministry of Food and Agriculture

e The next greater leap forward in
agricultural productivity may be
hampered by the absence of
MOA and the enforcement of an
appropriate legal and
institutional framework

Extension
e Absence of a clear strategic
framework for extension services

I XIANAddV
INTINdOTIATAd TVIALTADIADY 404 ANNAd TVNOILVNIYTALNI




Strengths

Weaknesses

Opportunities

Threats

Rural Finance

e  Well-established track record by
ACBA for agricultural production
credit through IFAD financing

Farmer Organizations

e  Successful experience of
establishing farmer organisations
under IFAD-financed projects in
Armenia

Rural Finance

Commercial banking sector small
(capitalized at about USD380 million
dollars in total)

Commercial banks reluctant to lend to
agricultural/rural enterprises
Problems with policy and legal
environment for non-banking financial
institutions, e.g. Government
apparently seeking to levy value-
added tax on their operations
Fragmentation of microfinance
initiatives

Farmers Organizations

Underdeveloped: limited geographic
coverage and functional scope;
unfamiliarity of farmers and office-
bearers with their efficient and
effective operation; problems of
financial sustainability; and
fragmentation in the approach to their
development

Rural Finance

Build upon longstanding
partnerships with existing
organizations

Some reputable microfinance NGOs

Establish donor-assisted loan fund
open to competitive bidding by

commercial financial institutions for

onlending

Possible partnership with USAID in

development of an Armenian
Microfinance Network

Farmers Organizations

Promotion of a policy and legal
environment for the coherent
development of effective/efficient
farmers’ organizations
Establishment of
technical/organizational support
Encouragement of financial
sustainability

Promote movement to a national
farmers’ union appropriate to
operation in a market economy

Farmer Organizations

Political interference in the
organizational process
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INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT
APPENDIX IV

IFAD’S CORPORATE THRUSTS AS RELATED TO THE PROPOSED COUNTRY PROGRAMME

1. As documented throughout the text of the main report the thrusts of the COSOP are inline with
IFAD’s Strategic Framework objectives of enhancing the capacity of the poor and their organizations
(WUAs, village credit associations, infrastructure maintenance groups) increasing the access of the
poor to productive natural resources and technology (irrigation water and improved on-farm water
management, processor-extension linkages), and improving the access of the poor to financial
services and markets (VICSA concept). It is also in line with IFAD’s regional strategy for CEE/NIS
as it calls for supporting activities that are firmly associated with the five main thrusts of the regional
strategy, namely, institutional development to empower the rural poor; enhancing farm productivity;
increasing opportunities for income-diversification; enhancing market linkages; and improving natural
resource management.

2. In line with the Fund’s mandate, the COSOP proposes to target communities situated in the
most disadvantaged, mountainous parts of the country with the highest concentration of the rural poor.
The document acknowledges that gender-related issues and the empowerment of women need further
and more focused attention in future interventions. By emphasizing a long-term and consistent
approach and using projects as examples and entry points, the COSOP advocates policy dialogue with
relevant stakeholders concerning the development of a legal and institutional framework for the
sub-sectors where the Fund is investing.

3. Finally the COSOP pays tribute to an efficient implementation record in terms of a suggested
resource allocation and further emphasis of management for impact.



ACTIVITIES OF OTHER PARTNERS IN DEVELOPMENT — ONGOING AND PLANNED

Project/programme
Donor/agency Nature of project/programme coverage Status Complementarity/synergy potential

USAID Armenia’s Strategy for 2002-2008 states as its first strategic National Ongoing Development of the microfinance sub-sector and leading moves to
objective ‘Increased Employment in a Competitive Private create a national microfinance network.
Sector.” This is to be achieved through a programme of Donor-assisted national fund for agricultural production credit.
support during the period to micro, small and medium-sized Programme of support during the period to micro, small and medium-
enterprises and to an ‘improved business environment’. sized enterprises and to an ‘improved business environment'’.

Policy and regulatory environment for rural finance and agri-business.
USDA Longstanding and continuing programmes for TAP, MAP, IPM National Ongoing Research support (grants, TA) to agricultural marketing.
- agricultural marketing Capacity-building (grants, TA) of extension.
- rural finance and Policy and regulatory environment for agri-business, including.
- capacity-building of extension and farmers’ associations. Marketing.
World Bank . Rehabilitation of critical irrigation structures, water | Irrigation Development | 2001-2007 Irrigation, water management and water policy.
management organizations Project (IDP) - national Agribusiness development (Agribusiness Development Centres and
e  Food processing, improved producer prices for export | Agricultural Reform Support Ongoing investment in agro-processing).
products Project (ARSP) Regulatory framework for agriculture.

UNDP/FAO Strengthening capacity of Ministry of Agriculture ‘Support to  Strengthening Ongoing Improving the Ministry of Agriculture's capability with respect to
Coordination Capacities of policy, regulatory functions and coordination, necessary for medium-
the Ministry of Agriculture, long-term coherence, confidence and partnership in agricultural and
ARM/02/010. rural development.

ACBA and ACBA Rural financial services, village credit associations and National Ongoing Building on past association with ACBA to extend poverty outreach

Leasing machinery leasing of production credit, savings mobilization, use of remittances, crop

insurance and related village credit associations, and to develop new
leasing arrangements for appropriate agricultural machinery for
horticulture.

ANIV Foundation Agro-processing Five marzes 2001-2005 Viable and financially sound small enterprises providing new rural

employment opportunities in poorer villages.

Armenian Social Community infrastructure National 2001-2005 Rehabilitation/installation of social infrastructure in the poorest

Investment Fund

communities, community management organizations.
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